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1. SUMMARY: LENGTHY AND DETAILED DISCUSSIONS WITH KNOW- 
LEDGEABLE OFEICIALS OF COFIDE AND PETROPERU INDICATE THAT 
EXIMBANK IS ENGAGED IN DISCUSSIONS WITH REPRESENTATIVES 
OE SCIENTIFIC SOFTWARE CORP. (SSC) AND HAS ALSO BEEN IN 
DIRECT CONTACT WITH PETROPERU. SOME CONFUSION EXISTS 

IN MINDS PERUVIAN OEFICIALS OVER WHETHER SSC 
ACCEPTABLE TO EXIM AS QUALIEIED CONSULTANT, BUT PETROPERU 
STATES THAT WHILE IT PREEERS SSC, IT WILLING TO CHOSE 
ANOTHER COMPANY IF EXIM SO INSISTS. EOLLOWING DECEMBER 4 
CABLE FROM EXIM TO PETROPERU, PETROPERU NOW CONSIDERING 
SENDING TEAM TO WASHINGTON TO PRESENT IN DETAIL THE ADDI- 
TIONAL INFORMATION AND JUSTIFICATION REQUIRED BY EXIM 
AND TO DETERMINE WHETHER SSC IS ACCEPTABLE TO EXIM. 

2. OEEICIAL STATES THAT WHILE TOP GOP OFEICIALS AWARE 
OE POTENTIAL EXIM PARTICIPATION, ONLY MINES MINISTER 
EERNANDO MALDONADO AND EOREIGN MINISTER DE LA ELOR HAVE 
BEEN EOLLOWING QUESTION CLOSELY. TECHNICAL LEVEL OFEI- 
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CIALS DO NOT BELIEVE THAT TOP POLICY-MAKERS HAVE REACHED 
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CONCLUSION THAT USG IS STALLING CREDIT, BUT DO WISH TO 
CLARIFY EXIM DESIRES ASAP. TECHNICAL LEVEL OFFICIALS 
VIEWS DO NOT, OF COURSE, NECESSARILY REFLECT PRESIDENT 
VELASCO'S POSITION AND WE HAVE REASON TO RELIEVE HE IS 
CONCERNED AT INABILITY SO FAR TO OBTAIN EXIM FINANCING. 

HIS CONCERN WOULD OF COURSE BE GREATLY INCREASED SHOULD 
EXIM AT SOME POINT ACTUALLY TURN DOWN LOAN, A STEP WHICH 
WOULD REFLECT SERIOUSLY ON PERUVIAN PETROLEUM POTENTIAL 
AND ON ONE OF KEY ECONOMIC HOPES FOR FINANCING THE "REVO- 
LUTION". END SUMMARY 

3. IN ORDER TO MAKE CLEAR TO DEPARTMENT CHRONOLOGY OF 
EVENTS IN THIS CASE DURING RECENT MONTHS, FOLLOWING ARE 
HIGHLIGHTS OF PRINCIPAL INTERCHANGES BETWEEN EXIM, PETRO- 
PERU, AND SSC SINCE RECEIPT BY FOFIDE AND PETROPERU OF 
EXIM'S CABLE OF OCTOBER 3. 

A. OCTOBER 17 - MINES MINISTER FERNANDEZ MALDONADO 
ORDERED PETROPERU PRESIDENT FERNANDEZ BACA TO "CONTRACT 
WITH A RECOGNIZED CONSULTING FIRM WITH TECHNICAL EXPERTISE 
KNOWN TO ESTABLISHED FINANCIAL INSTITUTIONS AND ESPECIALLY 
ACCEPTABLE TO EXIM, IN ORDER IT PREPARE A STUDY 
EVALUATING PETROLEUM RESERVES... " 

B. LATE OCTOBER - SSC COMMUNICATED WITH EXIMBANK- 
MESSRS. CHARLES HOUSTON AND CARL CASS (CHIEF ENGINEER)- 
CONCERNING A REVIEW OF SSC CAPABILITY AS A CONSULTANT 
BEFORE EXIM. 

C. EARLY NOVEMBER - SSC REPRESENTATIVES MEET WITH 

MR. RUTLEDGE AND MR. DOUGHTY OF EXIM TO DISCUSS PRECISE 
REQUIREMENTS FOR LOAN PROCESSING, AND SSC ALSO SUGGESTED 
THAT PETROPERU, SSC AND EXIM MEET IN WASHINGTON. ACCORDING 
TO SSC CABLE, COPY OF WHICH EMBASSY HAS OBTAINED, MR. 
DOUGHTY REVIEWED SSC CONSULTING QUALIFICATIONS AND STATED 
THAT THEY WERE FULLY ACCEPTABLE BUT INDICATED THAT EXIM 
WOULD REQUIRE ADDITIONAL INFORMATION AND ECONOMIC JUSTI- 
FICATION TO DETERMINE THE COMPLETE FEASIBILITY OF THE 
PROJECT. SPECIFICALLY, SSC REPORTED TO PETROPERU THAT THE 
FOLLOWING ADDITIONAL INFORMATION WAS REQUIRED: 
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QUOTE: 

1) CALCULATED FUTURE ANNUAL PRODUCTION RATES FROM 
ALL FIELDS THE PRODUCTION OF WHICH WILL BE USED TO AMOR- 
TIZE THE LOAN FROM EXIM BANK; 

2) OPERATING COSTS OF FIELDS; 
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3) DEVELOPMENT COSTS OE FIELDS; 

4) PIPELINE COST; 

5) PIPELINE OPERATING COSTS. END QUOTE 

D. DECEMBER - - VICE PRESIDENT CLICK OE EXIM 
SENT A CABLE TO ING. EERNANDO ZUNIGA, CHIEE OE EXPLORA- 
TION OP PETROPERU, NOTING THAT ADDITIONAL INPORMATION 
WAS REQUIRED AND THAT WHILE EXIM WAS PREPARED TO GIVE 
PURTHER CONSIDERATION TO PETROPERU'S PINANCING REQUEST 
"CONSIDERATION WOULD DEPEND ON YOUR FURNISHING US PROMPTLY 
SUCH ADDITIONAL INFORMATION AND DATA AS YOU BELIEVE WILL 
ESTABLISH CONCLUSIVELY THE TECHNICAL AND FINANCIAL FEAS- 
IBILITY OF THE PIPELINE PROJECT. TO THIS END YOU MAY WISH 
TO ENGAGE THE SERVICES OP ACONSULTING COMPANY EXPERIENCED 
IN THE PIPELINE PROJECT." CABLE THEN REQUESTED SPECIPIC 
INPORMATION, INCLUDING PROVEN RESERVES, PRESENT AND PUTURE 
RATES OP PRODUCTION, DEVELOPMENT COSTS, CONSTRUCTION COSTS, 
ANCILLARY PACILITIES COSTS, AND OPERATING AND MAINTENANCE 
COSTS AS WELL AS COMPLETE PLAN POR FINANCING PIPELINE PRO- 
JECT AND PROPOSED SOURCES OP REQUIRED FINANCING, INCLUDING 
TERMS. 

4. COFIDE OPFICIALS TOLD EMBASSY OPPICER THAT PERTOPERU 
WAS RELUCTANT TO ENGAGE A PIRM OTHER THAN SSC UNLESS IT 
CLEAR THAT LATTER NOT ACCEPTABLE SINCE A NEW CONTRACT NEGO- 
TIATION WOULD BE MORE COSTLY AND ALSO BE TIME-CONSUMING. 
EXIM, ACCORDING TO ZUNIGA, HAS NEVER REJECTED SSC AS PR- 
TENTIAL CONSULTANT, AND ZUNIGA NOW PLANNING (PROBABLY WITH 
COPIDE AND SSC COLLEAGUES) TO GO TO WASHINGTON AS SOON AS 
POSSIBLE APTER HOLIDAYS TO DISCUSS ALL THE PARTICULARS 
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OP CASE WITH EXIM. 

6. COMMENT: PETROPERU CLEARLY PAVORS SSC AS CONSUL- 
TANT, BUT HAS ALSO HAD DOUBTS WHETHER SSC WORK WOULD 
BE ACCEPTABLE TO EXIM. THIS PROBABLY ACCOUNTS POR 
CONSIDERABLE DELAY IN ACTUALLY SIGNING A CONTRACT WITH 
SSC. PETROPERU INACTION MAY ALSO BE DUE (ASIDE PROM 
GENERAL BUREAUCRATIC INERTIA) TO VARYING SIGNALS IT 
RECEIVED BOTH DIRECTLY PROM EXIM AND VIA SSC ABOUT EXACT 
NATURE OF INFORMATION REQUIRED. IN ANY CASE, BOTH 
COPIDE AND PETROPERU OPPICIALS STRESSED TIME AND AGAIN 
THAT EXIM FINANCING IS DESIRED AND THAT A MEETING BE- 
TWEEN PRINCIPALS IN WASHINGTON SHOULD BE ARRANGED 
PROMPTLY. ZUNIGA PLANS REPLY TO DECEMBER 4 TELEGRAM 
SUGGESTING MEETING EARLY JANUARY AS SOON AS HE RECEIVES 
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AUTHORIZATION FROM HIS SUPERIORS IN PETROPERU. 

7. WITH REAGRD TO LARGER ISSUE OF GOP VIEWS OF EXIM, LITTLE IF ANY 
OF FOREGOING DETAIL IS PROBABLY KNOWN TO VELASCO, 

AND ONLY GENERAL OUTLINES ARE PROBABLY KNOWN TO 
FERNANDEZ MALDONADO AND FOREIGN MINISTER DE LA FLOR. 

FACT IS THAT WHATEVER THE ACTUAL REASONS FOR DELAY, SHOULD 
DELAY CONTINUE MUCH LONGER, AND OR SHOULD EXIM DECIDE TO 
REJECT LOAN BECUASE IT NOT ECONOMICALLY FEASIBLE, IT IS A 
VIRTUAL CERTAINTY THAT US/PERUVIAN RELATIONS WOULD SUFFER 
SINCE TOP GOP LEADERSHIP WOULD PROBABLY BE CONCINVED 
THAT WE HAD REJECTED FINANCING ON GROUNDS OTHER THAN 
ECONOMIC FEASIBILITY IN WHAT THEY DEEM TO BE 
KEY SECTOR OF THEIR ECONOMY UPON WHICH THEY BASE 
CONSIDERABLE EXPECTATIONS. 

BARNEBEY 
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